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Title  6— ECONOMIC 
STABIUZATION 

Chapter  II — Pay  Board 

PART  201— STABILIZATION  OF 
WAGES  AND  SALARIES 

Retroactive  Increases 

The  purpose  of  the  amendments  set 
forth  below  is  to  correct  and  clarify  the 
amendments  relating  to  retroactive  in¬ 
creases,  37  FJl.  12498  (1972),  and,  be¬ 
cause  of  concern  relating  to  the  $3  rate 
with  respect  to  the  catch-up  exception 
and  the  method  of  calculating  this  rate, 
to  clarify  the  amendments  relating  to 
the  catch-up  exception,  37  F.R.  12962 
(1972).  Other  amendments  relate  to  re¬ 
cent  decisions  made  by  the  Pay  Board 
w’ith  respect  to  State  and  local  govern¬ 
ments.  Since  such  amendments  are  es¬ 
sential  to  the  expeditious  implementa¬ 
tion  of  the  Economic  Stabilization  Act 
of  1970,  as  amended,  and  Executive  Order 
No.  11,640,  as  amended,  the  Board  finds 
that  the  Ume  for  submission  of  written 
comments  by  interested  persons  in  ac¬ 
cordance  with  the  usual  rule  making 
procedures  is  impracticable  and  that 
good  cause  exists  for  promulgating  them 
in  less  than  30  days.  As  previously  an¬ 
nounced  by  the  Board,  37  F.R.  7557 
(1972),  comments  on  Pay  Board  regula¬ 
tions  will  be  solicited  and  public  hear¬ 
ings  will  be  held  upon  recodification  of 
the  regulations.  The  substance  of  the 
amendments  set  forth  below  will  be  in¬ 
cluded  in  such  recodiflcatlon  as  a  notice 
of  proposed  rule  making. 

(Economic  Stabilization  Act  of  1970,  as 
amended  (Public  Law  92-210,  85  Stat.  743), 
Executive  Order  No.  11,640,  37  F.R.  6176 
( 1972) ,  as  amended,  and  Cost  of  Living  Coun¬ 
cil  Order  No.  3,  36  FJl.  20202  (1971),  as 
amended) 

Effective  date.  These  amendments  are 
effective  on  and  after  November  14,  1971. 

George  H.  Boldt, 

Chairman. 

Paragraph  1.  Section  201.3  is  amended 
by  revising  the  definition  of  “appro¬ 
priate  employee  unit”  to  read  as  follows: 

§  201.3  Definitions. 

•  •  •  *  * 

“Appropriate  employee  unit”  includes 
a  group  composed  of  all  employees  in  a 
bargaining  unit  or  in  a  recognized  em¬ 
ployee  category.  Such  bargaining  imit  or 
employee  category  may  exist  in  a  plant 
or  other  establishment  or  in  a  depart¬ 
ment  thereof,  or  in  a  company,  or  in  an 
industry,  or  in  a  governmental  unit  or  in 
an  agency  or  Instrumentality  thereof, 
and  shall  be  determined  so  as  to  pre¬ 
serve,  as  nearly  as  possible,  contractual 
or  historical  wage  and  salary  relation¬ 
ships. 

•  •  *  •  • 

Par.  2.  Section  201.11  is  amended  by 
revising  the  Introductory  material  and 
subdivisions  (i)  through  (iii)  in  para¬ 
graph  (a)(3),  by  revising  paragraph 


(a)(6),  and  by  revising  paragraph  (d) 
to  read  as  follows: 

§201.11  Criteria  for  exceptions. 

(a)  In  general.  •  •  * 

(3)  Catchup  increases.  Subject  to  the 
provisions  of  this  subparagraph,  the 
maximum  permissible  annual  aggregate 
wage  and  salary  increase  with  respect 
to  an  appropriate  employee  imit  shall  not 
exceed  7  percent  for  the  control  year  in 
which  such  exception  is  claimed.  Except 
as  provided  in  subdivision  (iil)(c)  of 
this  subparagraph,  this  exception  may 
be  claimed  only  for  catchup  increases 
pursuant  to  a  successor  employment  con¬ 
tract  entered  into  or  a  pay  practice 
established  prior  to  November  14,  1972. 

(i)  Employment  contracts.  If  the  sum 
of  the  annual  percentage  of  increases, 
computed  pursuant  to  subdivision  (iv) 
of  this  subparagraph  with  respect  to  a 
prior  succeeded  employment  contract,  is 
less  than  the  siun  of  a  percentage  in¬ 
crease  of  7  percent  per  year  for  each 
year  of  such  prior  succeeded  contract, 
the  difference  between  such  two  sums 
may  be  added  to  5.5  percent  to  determine 
the  maximum  permissible  annual  aggre¬ 
gate  wage  and  salary  increase  for  the 
appropriate  control  year  under  the  suc¬ 
cessor  contract. 

(11)  Pay  practices.  If  the  sum  of  the 
annual  percentage  of  increases,  com¬ 
puted  pursuant  to  subdivision  (iv)  of 
this  subparagraph  with  respect  to  a  pay 
practice,  is  less,  in  the  preceding  3  years, 
than  the  sum  of  a  percentage  increase 
of  7  percent  per  year  for  each  of  such 
preceding  3  years,  the  difference  between 
such  two  sums  may  be  added  to  5.5  per¬ 
cent  to  determine  the  maximum  permis¬ 
sible  annual  aggregate  wage  and  salary 
increase  for  the  appropriate  control  year 
under  a  pay  practice. 

(iii)  Special  rules — (a)  Limitation.  Ex¬ 
cept  as  provided  in  (b)  of  subparagraph 
(3)  (iii),  of  this  paragraph,  the  excep¬ 
tions  provided  in  subdivisions  (i)  and  (ii) 
of  tills  subparagraph  may  be  claimed 
with  respect  to  the  appropriate  control 
year  under  a  successor  employment  con¬ 
tract  that  succeeds  a  contract  expiring 
on  or  after  July  1,  1972,  or  under  a  pay 
practice  established  on  or  after  July  1, 
1972,  only  if  the  average  straight 
time  hourly  rate  determined  at  the  ex¬ 
piration  of  the  prior  succeeded  contract 
or  immediately  prior  to  the  establishment 
of  the  pay  practice  for  which  the  excep¬ 
tion  is  claimed  is  $3  or  less.  The  average 
straight  time  hourly  rate  shall  be  deter¬ 
mined  pursuant  to  §  201.55.  If  a  succes¬ 
sor  contract  succeeds  a  contract  expiring 
on  or  before  June  30, 1972,  and  is  entered 
into  on  or  after  July  1,  1972,  the  excep¬ 
tion  provided  imder  subdivision  (i)  of 
this  subparagraph  may  be  claimed  with¬ 
out  regard  to  the  $3  limitation. 

(b)  Certain  pay  practices.  The  limita¬ 
tion  set  forth  in  subdivision  (a)  of  sub- 
paragraph  (3)  (iii)  of  this  paragraph 
shall  not  apply  to  a  pay  practice  estab¬ 
lished  by  an  employer  which  is  a  State 
or  local  governmental  imit  or  an  instru¬ 
mentality  thereof,  if — 

(1)  Such  pay  practice  next  succeeds  a 
pay  practice  which  expired  prior  to 
July  1,  1972,  and 


(2)  Such  employer  was  prevented  by 
the  law  of  the  jurisdiction  from  estab¬ 
lishing  such  successor  pay  practice  prior 
to  July  1,  1972. 

(c)  W(Uver  of  cutoff  date.  A  catch-up 
exception  may  be  claimed  by  an  employer 
which  is  a  State  or  local  governmental 
unit  or  an  instrumentality  thereof  with 
respect  to  a  pay  practice  which  next  suc¬ 
ceed  a  pay  practice  expiring  prior  to 
July  1,  1972,  even  if  such  successor  pay 
practice  Is  not  established  prior  to  No¬ 
vember  14, 1972. 

•  •  •  •  • 

(6)  Governmental  wage  determina¬ 
tions.  In  any  case  to  which  the  provisions 
of  §  201.57(f)  (relating  to  exclusions  from 
adjustment  computations  with  respect  to 
Federal  agency  wage  determinations  and 
State  and  local  prevailing  wage  laws)  ap¬ 
ply,  the  Pay  Board  (or  its  delegate)  may 
grant  an  exception  to  the  general  wage 
and  salary  standard  in  order  to  permit 
an  increase  for  those  employees  in  the 
same  appropriate  employee  unit  who 
work  at  Uie  same  site,  plant,  or  location 
who  have  not  received  an  increase  pur¬ 
suant  to  such  section  sufBcient  to  main¬ 
tain  average  historical  wage  and  salary 
differentials  among  jobs,  job  classifica¬ 
tions,  or  positions.  The  average  historical 
wage  and  salary  differential  shall  be  de¬ 
termined  over  the  preceding  3  years  and 
must  be  consistent  with  prior  practice 
during  such  period.  Such  differential 
must  have  been  in  effect  within  the  imit 
for  at  least  3  years.  In  the  event  that 
such  unit  has  been  in  existence  for  less 
than  3  years  or  if  the  average  historical 
wage  and  salary  differential  is  not  rep¬ 
resentative  because  of  corrections  made 
in  such  differentials  to  end  inequities 
Board  reviews  new  contracts  and  pay 
Board  (or  Its  delegate)  may  determine 
the  average  historical  wage  and  salary 
differential  by  reference  to  the  period  of 
the  unit’s  existence  or  by  reference  to 
the  differential  existing  after  any  such 
corrections. 

•  •  •  •  • 

(d)  Additional  criteria.  When  the 
Board  reviews  new  c  ontracts  and  pay 
practices,  and  in  its  development  of  ad¬ 
ditional  criteria  for  exceptions,  it  shall 
consider  such  factors  as  on-going  collec¬ 
tive  bargaining  and  pay  practices,  the 
equitable  position  of  the  employees  in¬ 
volved  and  such  other  factors  as  are 
necessary  to  foster  economic  growth,  to 
promote  improvement  in  the  quality  of 
governmental  service,  and  to  prevent 
gross  inequities,  hardships,  serious  mar¬ 
ket  disruptions,  domestic  shortages  of 
raw  materials,  localized  shortages  of 
labor,  and  windfall  profits. 

Par.  3.  Section  201.18  is  amended  by 
revising  subparagraphs  (2)  and  (3)  of 
paragraph  (a)  and  by  revising  subpara¬ 
graphs  (3)  and  (4)  of  paragraph  (d) 
to  read  as  follows: 

§  201.18  Increases  in  wages  and  salaries 
scheduled  after  INoveniber  13,  1971, 
for  services  rendered  in  certain  pe¬ 
riods  on  or  before  such  date. 

(a)  In  general.  •  •  • 

(2)  Successor  agreement,  schedule,  or 
practice  adopted  after  November  13. 
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1971.  Such  employment  contract  or  pay 
practice  was  followed  by  a  successor  con¬ 
tract  or  by  a  successor  pay  practice  after 
November  13, 1971, 

(3)  Retroactivity  prior  to  August  15, 
1971.  Retroactivity — 

(1)  Had  been  agreed  to  by  the  parties 

prior  to  August  15,  1971,  or  had  been 
provided  for  in  the  immediately  preced¬ 
ing  two  employment  contracts  (includ¬ 
ing  the  prior  succeeded  contract) 

terminating  prior  to  August  15,  1971,  or 

(ii)  Was  provided  for  by  the  em¬ 
ployer  in  the  immediately  preceding  two 
pay  practices  (including  the  prior  suc¬ 
ceeded  pay  practice)  terminating  prior 
to  August  15,  1971,  and 

•  •  •  •  * 

(d)  Procedures  for  payment.  *  •  • 

(3)  Category  II  pay  adjustment.  In 
the  case  of  a  Category  II  pay  adjustment 
(as  defined  in  §  101.23  of  this  title),  the 
employer  shall  determine  that  the  re¬ 
quirements  of  this  section  have  been 
fulfilled  and  within  10  days  of  making 
such  adjustment  shall  report  the  ad¬ 
justment  (and  any  subsequent  adjust¬ 
ments  for  the  control  year)  to  the  Board. 
Such  report  shall  include  a  certifica¬ 
tion  that  the  requirements  of  this  sec¬ 
tion  have  been  fulfilled. 

(4)  Category  III  pay  adjustment.  In 
the  case  of  a  Category  III  pay  adjust¬ 
ment  (as  defined  in  §  101.25  of  this  title) 
the  employer  shall  determine  that  the 
requirements  of  this  section  have  been 
fulfilled  and  within  10  days  of  making 
such  adjustment  shall  report  the  adjust¬ 
ment  (and  any  subsequent  adjustments 
for  the  control  year)  to  the  appropri¬ 
ate  district  director  of  Internal  Revenue 
if  the  total  of  such  adjustments  exceeds 
the  general  and  wage  salary  stand¬ 
ard.  Such  report  shall  include  a  certifica¬ 
tion  that  the  requirements  of  this  section 
have  been  fulfilled. 

•  •  *  *  • 

Par.  4.  Section  201.57  is  amended  by 
revising  paragraph  (f)  as  follows: 

§  201.57  Exi'luiiionN  from  adju!-lmont 

romputalions. 

•  •  •  •  • 

(f)  Governmental  wage  determina¬ 
tions — (1)  Federal  agency  wage  deter¬ 
minations.  That  portion  of  any  increase 
in  wages  and  salaries  required  to  be  paid 
as  a  result  of  wage  determinations  made 
by  any  agency  in  the  executive  branch 
of  the  Federal  government  pursuant  to 
law  for  work  (1)  performed  under  con¬ 
tract  with,  or  to  be  performed  with 
financial  assistance  from  the  United 
States  or  the  District  of  Columbia,  or 
any  agency  or  instrumentality  thereof, 
or  (ii)  performed  by  aliens  who  are  im¬ 
migrants  or  who  have  been  temporarily 
admitted  to  the  United  States  pursuant 
to  the  Immigration  and  Nationality  Act, 
66  Stat.  166,  as  amended,  which,  with  re¬ 
spect  to  an  appropriate  employee  unit, 
would  (except  for  the  application  of  this 
subparagraph)  cause  the  total  of  wage 
and  salary  increases  to  exceed  the  maxi¬ 
mum  permissible  annual  aggregate  wage 
and  salary  Increase. 

(2)  State  and  local  prevailing  wage 
laws.  That  portion  of  any  increase  in 


wages  and  salaries  required  to  be  paid 
pursuant  to  the  terms  of  (or  under  an 
order  issued  pursuant  to  the  terms  of) 
a  prevailing  wage  law  of  a  State  or  local 
government  for  work  performed  imder 
contract  with,  or  to  be  performed  with 
financial  assistance  from  a  State  or  any 
agency,  instrumentality,  or  subdivision  of 
a  State,  which,  with  respect  to  an  ap¬ 
propriate  employee  unit,  would  (except 
for  the  application  of  this  subparagraph) 
cause  the  total  of  wage  and  salary  in¬ 
creases  to  exceed  the  maximum  per¬ 
missible  annual  aggregate  wage  and 
salary  increase. 

*  *  •  «  « 

Par.  5.  Part  201  is  amended  by  de¬ 
leting  Appendices  B  through  D. 

[FR  Doc.72-11174  Filed  7-17-72;  11  ;40  am) 

PART  201— STABILIZATION  OF 
WAGES  AND  SALARIES 

Subpart  E — Nonunion  Construction 

The  purpose  of  the  amendments  set 
forth  below  is  to  incorporate  the  provi¬ 
sions  of  a  Pay  Board  resolution  regarding 
nonunion  construction  pay  increases,  an¬ 
nounced  in  Pay  Board  News  Release  PB- 
97,  dated  June  9, 1972.  The  resolution  and 
these  amendments  provide  treatment  for 
nonimion  construction  increases  in  a 
local  labor  market  area  where  basic  wage 
rates  for  substantially  similar  work  cov¬ 
ered  by  collective  bargaining  agreements 
have  been  approved  by  the  Construction 
Industry  Stabilization  Committee. 

Since  such  amendments  are  essential 
to  the  expeditious  implementation  of  the 
Economic  Stabilization  Act  of  1970,  as 
amended,  and  Executive  Order  No.  11,640, 
as  amended,  the  Board  finds  that  the 
time  for  submission  of  written  comments 
by  interested  persons  in  accordance  with 
the  usual  rule  making  procedures  Is  im¬ 
practicable  and  that  good  cause  exists  for 
promulgating  them  in  less  than  30  days. 
As  previously  annoimced  by  the  Board, 
37  P.R.  7557  (1972),  comments  on  Pay 
Board  regulations  will  be  solicited  and 
public  hearings  will  be  held  upon  recodi¬ 
fication  of  the  regxilations.  The  substance 
of  the  amendments  set  forth  below  will 
be  included  in  such  recodification  as  a 
notice  of  proposed  rule  making. 

Effective  date.  These  amendments  are 
effective  on  and  after  November  14, 1971. 
To  the  extent  that  any  employer  of  in¬ 
cluded  nonunion  construction  employees 
(!  201.84)  has  granted  in  good  faith, 
wage  and  salary  increases  which  are  in 
excess  of  the  maximum  permissible  an¬ 
nual  aggregate  wage  and  salary  increase 
determined  pursuant  to  §  201.85(c),  but 
which  are  within  the  maximum  permis¬ 
sible  annual  aggregate  wage  and  salary 
increase  within  the  meaning  of  that  term 
in  S  201.3,  prior  to  July  18,  1972,  the 
granting  of  such  excess  increases  shall 
not  be  considered  a  violation  within  the 
meaning  of  S  201.17. 

George  H.  Boldt, 
Chairman  of  the  Pay  Board. 

Part  201  is  amended  by  adding  im¬ 
mediately  after  Subpart  D  and  before  the 
appendices  a  new  Subpart  E  to  read  as 
follows: 


Subpart  E — Nonunion  Construction 

Sec. 

201.81  Scope. 

201.82  Definitions. 

201.83  Excluded  nonunion  construction 

employees. 

201.84  Included  nonunion  construction 

employees. 

201.85  Computational  rules. 

201 .86  Reporting  requirements. 

Authority:  The  provisions  of  this  subpart 
E  issued  under  the  Economic  Stabilization 
Act  of  1970,  as  amended  (Public  Law  92-210, 
85  Stat.  743),  Executive  Order  No.  11.640,  37 
F.R.  1213  (1972)  as  amended  by  Executive 
Order  No.  11,660,  37  F.R.  6175  (1972),  and 
Cost  of  Living  Council  Order  No.  3,  36  F.R. 
20202  (1971),  as  amended. 

Subpart  E — Nonunion  Construction 
§  201.81  Sc  ope. 

(a)  Purpose.  The  purpose  of  this  sub¬ 
part  is  to  provide  rules  and  standards  for 
the  stabilization  of  wages  and  salaries 
payable  to  certain  employees  engaged  in 
construction  who  are  not  covered  by  the 
terms  of  a  collective  bargaining  agree¬ 
ment.  Such  employees  are  hereinafter 
referred  to  as  nonunion  construction 
employees. 

(b)  Conflict  with  other  provisions.  To 
the  extent  that  any  provision  of  this 
chapter  is  inconsistent  with  the  provi¬ 
sions  of  this  subpart,  the  provisions  of 
this  subpart  shall  control. 

§  201.82  Definitions. 

For  purposes  of  this  subpart,  the 
term — 

(a)  “Appropriate  employee  unit” 
means  the  same  as  under  §  201.3,  ex¬ 
cept  that  such  imit  shall  be  restricted 
to  nonimion  construction  employees  who 
work  at  a  jobsite  in  a  particular  craft 
(or  similar  classification)  and  in  a  local 
labor  market  area  where  union  construc¬ 
tion  employees  in  such  craft  have  re¬ 
ceived  an  approved  union  increase. 

(b)  “Approved  imion  increase”  means 
the  total  amount  of  increases  (deter¬ 
mined  pursuant  to  §  201.85)  in  the  basic 
wage  rate  approved  on  or  after  March  29, 
1971,  by  the  Construction  Industry  Sta¬ 
bilization  Committee  for  members  of  a 
particular  craft  engaged  in  construction 
as  imion  construction  employees  at  job- 
sites  in  a  local  labor  market  area.  Such 
term  does  not  include  increases  ap¬ 
proved  by  such  Committee  with  respect 
to  employer  contributions  to  qualified 
benefit  plans  within  the  meaning  of 
§  201.58(b). 

(c)  “Basic  wage  rate”  means  the  high¬ 
est  straight-time  hourly  rate  plus  bene¬ 
fits  (excluding  employer  contributions  to 
qualified  benefit  plans  as  defined  in 
§  201.58(b))  approved  for  payment  to 
union  construction  employees  in  a  local 
labor  market  area  by  the  Construction 
Industry  Stabilization  Committee.  Such 
rate  shall  be  expressed  in  dollars  and 
cents. 

(d)  “Construction”  means  that  work 
defined  by  section  11(a)  of  Executive 
Order  No.  11,588,  36  F.R,  6339  (1971), 

(e)  “Construction  Industry  Stabiliza¬ 
tion  Committee”  means  the  committee 
established  pursuant  to  section  1  of  Exec¬ 
utive  Order  No.  11,588,  as  amended. 

(f)  “Control  year”  means  the  12- 
month  period  beginning  on  November  14, 
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1971,  and  ending  on  November  13,  1972. 

(g)  “Craft”  means  a  classification  of 
mechanic  or  laborer  engaged  in  con¬ 
struction  at  a  job  site. 

(h)  “Local  labor  market  area”  means 
the  geographical  area  in  the  United 
States  within  which  labor  is  normally 
recruited  for  work  at  a  construction  job 
site.  Such  area  may  include,  e.g.,  a  city, 
coimty,  town,  or  other  civil  subdivision 
of  the  State  in  which  the  work  is  to  be 
performed. 

(i)  “Maximum  permissible  annual  ag¬ 
gregate  wage  and  salary  increase”  means 
the  increase  determined  pursuant  to 
§  201.85  or  an  Increase  approved  by  the 
Pay  Board  pursuant  to  S  201.84(d). 

(j)  “Pre- freeze  increase”  means,  with 

i  respect  to  an  appropriate  employee  unit, 

I  the  increase  (expressed  in  dollars  and 

1  cents)  in  the  base  compensation  rate 

I  excluding  employer  contributions  to 

I  qualified  benefit  plans  (as  defined  in 

5  201.58(b) )  for  the  period  beginning  on 
March  29, 1971,  and  ending  on  August  14, 
1971. 

(k)  “Union  construction  employees” 
means  members  of  a  particular  craft  en¬ 
gaged  in  construction  at  a  job  site  who 
are  covered  by  the  terms  of  a  collective 

I  bargaining  agreement. 

'  (1)  “Wages  and  salaries”  means  the 

same  cs  under  §  201.3. 

§  201.83  Excluded  nonunion  construc¬ 
tion  employees. 

(a)  Off-site  employees.  If  employees  of 
an  employer  who  employs  nonunion 
construction  employees  are  not  engaged 
in  construction  at  the  job  site  (e.g.,  office 
personnel,  officers  of  the  employer  cor¬ 
poration,  salaried  supervisors  or  super¬ 
intendents,  etc.)  such  employees  are  ex¬ 
cluded  from  the  coverage  of  SS  201.84 
through  201.86  and  are  therefore  subject 
to  the  standard,  criteria  for  exceptions 
and  other  provisions  of  this  part.  See 
Subparts  A,  B,  C,  and  D  of  this  part. 
Thus,  such  employees  may  not  be  in¬ 
cluded  in  an  appropriate  employee  unit 
subject  to  the  provisions  of  S§  201.84 
[  through  201.86. 

I  (b)  On-site  employees.  If  nonimion 

I  construction  employees  of  a  particular 

craft  are  engaged  in  construction  at  the 
job  site,  but  xuxion  construction  employ- 
I  ees  of  the  particular  craft  are  not  work¬ 

ing  in  the  same  local  labor  market  area, 
such  nonunion  construction  employees 
I  are  excluded  from  the  coverage  of 

I  §§201.84  through  201.86  and  are  there¬ 

fore  subject  to  the  standard,  criteria 
for  exceptions,  and  other  provisions  of 
'  this  part.  See  Subparts  A,  B,  C,  and  D 

I  of  this  part.  Thus,  such  employees  may 

I  not  be  included  in  an  appropriate  em¬ 

ployee  unit  subject  to  the  provisions  of 
I  §§  201.84  through  201.86. 

!  §  201.84  Included  nonunion  conslruc- 

I  Uon  employees. 

(a)  General  rule.  Nonunion  construc- 
^  tion  employees  in  a  particular  craft  work- 

^  ing  at  a  job  site  in  a  local  labor  market 

area  may  be  granted  a  wage  and  salary 
Ij  increase  (expressed  in  dollars  and  cents) 

Ij  that  exceeds  the  standard,  if  union  con¬ 

struction  employees  perform  the  same 
I  or  substantially  similar  work  at  job  sites 
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in  the  same  local  labor  msu’ket  area. 
Notwithstanding  the  preceding  sen¬ 
tence,  except  as  provided  in  paragriqjh 
(d)  of  this  section,  no  wage  and  salary 
increase  for  the  control  year  may  be 
granted  to  such  nonimion  construction 
employees  in  excess  of  the  maximum 
permissible  annual  aggregate  wage  and 
salary  increase  determined  pmsuant  to 
§  201.85(c). 

(b)  Special  rule.  Except  as  provided 
in  paragraph  (d)  of  this  section,  if  an 
employer  of  nonunion  construction  em¬ 
ployees  enters  a  local  labor  market  area 
for  the  first  time,  and  union  construc¬ 
tion  employees  in  a  particular  craft  are 
subject  to  a  basic  wage  rate  for  such 
area,  such  nontuiion  construction  em¬ 
ployees,  performing  the  same  or  sub¬ 
stantially  similar  work  at  a  construc¬ 
tion  site  in  such  area,  may  not  be  paid 
by  such  employer  at  a  rate  which  ex¬ 
ceeds  the  basic  wage  rate  with  respect 
to  such  craft  in  such  area. 

(c)  Fringe  benefits — (1)  Included 
benefits.  A  wage  and  salary  increase 
granted  pursuant  to  paragraph  (a)  of 
this  section,  or  a  basic  wage  rate  paid 
pursuant  to  paragraph  (b)  of  this  sec- 
ticHi,  shall  include  increases  or  amoimts, 
as  appropriate,  attributable  to  the  sec¬ 
ondary  effect  of  increases  in  the  straight- 
time  hourly  rate  as  part  of  such  wage 
and  salary  increase  or  basic  wage  rate. 

(2)  Qualified  benefits.  Any  wage  and 
salary  increase  in  employer  contribu¬ 
tions  to  a  qualified  benefit  plan  (as  de¬ 
fined  in  §  201.58(b)),  which  is  granted 
to  nonunion  construction  employees  sub¬ 
ject  to  the  provisions  of  paragraph  (a) 
or  (b)  of  this  section,  shall  be  subject 
to  the  qualified  benefits  standard  and 
other  appropriate  rules  in  this  part. 

(d)  Essential  employees.  An  exception 
may  be  granted  to  an  employer  of  non¬ 
union  construction  employees  who  is  im- 
able  to  recruit  or  retain  employees  of  a 
particular  craft  essential  to  the  efficient 
operation  of  such  employer’s  business. 
Thus,  nonunion  construction  employees 
otherwise  subject  to  the  provisions  of 
this  section  may  be  granted  a  wage  and 
salary  increase  in  excess  of  the  maximiun 
permissible  annual  aggregate  wage  and 
salary  increase  or,  if  appropriate,  may  be 
paid  at  a  rate  in  excess  of  the  basic  wage 
rate  for  the  local  labor  market  area,  if 
the  payment  of  such  excess  has  received 
prior  approval  of  the  Pay  Board.  A  re¬ 
quest  for  such  exception  shall  be  sub¬ 
mitted  on  forms  prescribed  by  the  Pay 
Board  and  shall  provide,  in  sufficient 
detail,  evidence  to  support  the  grant  of 
such  exception. 

§  201.85  Computational  rules. 

(a)  In  general.  The  purpose  of  this 
section  is  to  prescribe  the  method  for 
determining  the  maximum  permissible 
annual  aggregate  wage  and  salary  in¬ 
crease  payable  in  the  control  year  with 
respect  to  an  appropriate  employee  unit 
of  included  nonunion  construction  em¬ 
ployees  (§  201.84).  This  section  also  pre¬ 
scribes  the  method  of  determining  the 
percentage  relationship  of  such  increase 
to  the  standard  and  the  method  of  de¬ 
termining  approved  imion  increases. 


Any  request  for  an  exception  pmsuant  to 
§  201.84(d)  shall  include  the  computa¬ 
tions  prescribed  in  this  section. 

(b)  Approved  union  increase.  The  ap¬ 
proved  union  increase  shall  be  deter¬ 
mined  by  computing  an  amount  (ex¬ 
pressed  in  dollars  and  cents  per  hour) 
equal  to  the  excess,  if  any,  of — 

(1)  The  approved  basic  wage  rate  be¬ 
ing  paid  to  union  construction  employ¬ 
ees  working  in  a  particular  craft  in  a 
local  labor  market  area  on  the  date  pro¬ 
posed  for  payment  of  increases  to  in¬ 
cluded  nonunion  construction  employees 
(§  201.84),  over 

(2)  The  highest  straight-time  hourly 
rate  plus  benefits  (excluding  employer 
contributions  to  qualified  benefit  plans 
as  defined  in  §  201.58(b) )  for  such  union 
construction  employees  in  effect  on 
March  28,  1971. 

(c)  Maximum  permissible  annual  ag¬ 
gregate  wage  and  salary  increase.  The 
maximum  permissible  annual  aggregate 
wage  and  salary  increase  shall  be  deter¬ 
mined  by  computing  an  amount  (ex¬ 
pressed  in  dollars  and  cents  per  hour) 
equal  to  the  excess  if  any,  of — 

(1)  The  approved  union  increase  de¬ 
termined  as  of  the  date  proposed  for 
payment  of  increases  to  included  non¬ 
union  construction  employees  (§201.84), 
over 

(2)  The  prefreeze  increase  paid  to  such 
nonunion  construction  employees. 

(d)  Percentage  relationship  to  stand¬ 
ard.  For  purposes  of  §  201.86,  a  percent¬ 
age  shall  be  determined  by  dividing  the 
maximum  permissible  annual  aggregate 
wage  and  salary  increase  with  respect  to 
the  appropriate  employee  unit  for  the 
control  year,  by  the  base  compensation 
rate  excluding  employer  contributions  to 
qualified  benefit  plans  as  defined  in 
§  201.58(b)  in  effect  for  such  unit  on 
the  base  date  (November  13,  1971). 

§201.86  Reporting  requircmonUi. 

(a)  In  addition  to  the  requirements  of 
Part  202  of  this  chapter,  wage  and  salary 
increases  granted  pursuant  to  §  201.84(a) 
shall  be  reported  to  the  Pay  Board  by 
the  employer  on  forms  prescribed  by  the 
Board  within  14  days  after  such  increases 
have  been  put  into  effect,  if  such  in¬ 
creases  are  in  excess  of  the  standard 
(§  201.85(d)). 

(b)  An  employer  of  included  nonunion 
construction  employees,  who  first  enters 
a  local  labor  market  area  and  pays  a 
basic  rate  pursuant  to  §  201.84(b),  shall 
submit  a  report  to  the  Pay  Board,  on 
forms  prescribed  by  the  Board,  within 
14  days  after  such  payment. 

(c)  Wage  and  salary  increases  ex¬ 
cluded  from  the  coverage  of  this  subpart 
by  §  201.84(c)  (2)  shaU  be  subject  to  the 
applicable  provisions  of  Part  202  of  this 
chapter. 

(PR  Doc.71-11173  PUed  7-17-72;  11:40  am] 


PART  202— PRENOTIFICATION  AND 
REPORTING 

The  purpose  of  the  amendments  set 
forth  below  is  to  clarify  existing  Pay 
Board  regulations  which  were  published 
on  December  31,  1971,  36  FJl.  25429 
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(1971).  Since  such  amendments  are  es¬ 
sential  to  the  expeditious  implementation 
of  the  Economic  Stabilization  Act  of 
1970,  as  amended,  and  Executive  Order 
No.  11,640,  as  amended,  the  Board  finds 
that  the  time  for  submission  of  written 
comments  by  interested  persons  in  ac¬ 
cordance  with  the  usual  rule  making  pro¬ 
cedures  is  impracticable  and  that  good 
cause  exists  for  promulgating  them  in 
less  than  30  days.  As  previously  an¬ 
nounced  by  the  Board  (37  F.R.  7557, 
April  15,  1972),  comments  on  Pay  Board 
regulations  will  be  solicited  and  public 
hearings  will  be  held  upon  recodification 
of  the  regulations.  The  substance  of  the 
amendments  set  forth  below  will  be  in¬ 
cluded  in  such  recodification  as  a  notice 
of  proposed  rule  making. 

Effective  date.  These  amendments  are 
effective  on  and  after  November  14,  1971. 

George  H.  Boldt, 
Chairman  of  the  Pay  Board. 

Part  202  is  amended  to  read  as  follows: 

Subport  A — Introduction 

Sec. 

202.1  Purpose. 

202.2  Classification  and  reclassification. 

202.3  Definitions. 

Subpart  R— Category  I  Pay  Adjustments 

202.10  Prenotification  and  reporting  re¬ 

quirements. 

Subpart  C — Category  II  Pay  Adjustments 
202.20  Prenotification  and  reporting  re¬ 

quirements. 

Subpart  D — Category  III  Pay  Adjustments 

202.30  Prenotification  and  reporting  re¬ 

quirements. 

Authoritt  :  The  provisions  of  this  Part  202 
Issued  under  Economic  Stabilization  Act  of 
1970,  as  amended;  Public  Law  92-210,  85  Stat. 
743:  Executive  Order  No.  11640,  37  P.R.  1213 
(1972),  as  amended  by  Executive  Order  No. 
11660,  37  FJl.  6176  (1972);  and  Cost  of  Liv¬ 
ing  Council  Order  No.  3,  36  F.R.  20202  (1972), 
as  amended. 

Subpart  A — Introduction 
§  202.1  Purpose. 

The  purpose  of  the  regulations  in  this 
part  is  to  establish  rules  for  prenotifica¬ 
tion  and  reporting  with  respect  to  wage 
and  salary  payments  made  (or  proposed 
to  be  made)  to  employees  on  or  after  No¬ 
vember  14, 1971,  These  rules  are  designed 
to  provide  an  orderly  system  for  com¬ 
pliance  with  the  objectives  of  the  Pay 
Board  and  the  Cost  of  Living  Council  in 
stabilizing  wages  and  salaries.  All  persons 
are  required  by  law  to  comply  with  the 
provisions  of  the  Economic  Stabilization 
Act  of  1970,  as  amended,  and  all  Execu¬ 
tive  orders,  regulations  (including  this 
regulation) ,  circulars,  and  orders  issued 
thereunder,  and  all  persons  are  expected 
to  comply  voluntarily  with  such  law, 
orders,  and  regulations.  The  interpreta¬ 
tion  of  the  regulations  in  this  part  is  to 
be  made  in  good  faith  and  in  a  manner 
consistent  with  the  policy  of  the  Eco¬ 
nomic  Stabilization  Act  of  1970,  as 
amended. 

§  202.2  Qassiiication  and  recIaMifira- 
Uon. 

(a)  For  purposes  of  the  regulations  in 
this  chapter — 


(1)  Category  I.  A  Category  I  pay  ad¬ 
justment  means  a  pay  adjustment 
which — 

(1)  Applies  to  or  affects  an  appropriate 
employee  imit  containing  5,000  or  more 
employees;  or 

(ii)  Applies  to  or  affects  any  number  of 
employees  who  are  engaged  in  construc¬ 
tion  and  is  pursuant  to  a  collective  bar¬ 
gaining  agreement. 

(2)  Cafefirory //.  A  Category  n  pay  ad¬ 
justment  means  a  pay  adjustment  which 
applies  to  or  affects  an  appropriate  em¬ 
ployee  unit  containing  more  than  999 
and  fewer  than  5,000  employees  and 
which  is  not  defined  as  a  Category  I  pay 
adjustment  within  the  meaning  of  sub- 
paragraph  (1)  (ii)  of  this  paragraph. 

(3)  Category  III.  A  Category  III  pay 
adjustment  means  a  pay  adjustment 
which  applies  to  or  affects  an  appropriate 
employee  unit  containing  fewer  than 
1,000  employees  and  which  is  not  defined 
as  a  Category  I  pay  adjustment  within 
the  meaning  of  subparagraph  (l)(ii)  of 
this  paragraph. 

(b)  Reclassification  pf  pay  adjust¬ 
ments:  For  provisions  with  respect  to 
reclassification  of  pay  adjustments,  see 
§  101.29  of  this  title. 

§  202.3  Definitions. 

For  purposes  of  this  part,  the  term — 

"Appropriate  employee  imit"  or  "unit” 
means  a  group  of  employees  as  defined  in 
§  201.3,  or.  if  appropriate,  §  201.82(a)  of 
this  chapter. 

"Construction”  means  that  work  de¬ 
fined  by  section  11(a)  of  Executive  Order 
No,  11588,  36  F.R.  6339  (1971). 

"Control  year”  means,  with  respect  to 
an  appropriate  employee  imit,  the  perii^ 
of  time  determined  pursuant  to  S  201.53, 
or,  if  appropriate,  S  201.82(f)  of  this 
chapter. 

"Fiscal  year”  means  an  employer’s 
customary  fiscal  accounting  period. 

“General  wage  and  salary  standard” 
means  the  standard  defined  in  §  201.10 
of  this  chapter. 

“Pay  adjustment”  means  a  change  in 
wages  and  salaries  as  defined  in  §  201.3 
of  this  chapter. 

“Pay  Board”  or  "Board”  means  the 
Pay  Board  established  pursuant  to  Exec¬ 
utive  Order  No.  11640,  37  F.R.  1213 
(1972) ,  as  amended. 

“Prenotification”  means  notice  sub¬ 
mitted  to  the  Pay  Board,  relating  to  a 
proposed  pay  adjustment,  on  forms  and 
pursuant  to  instructions  prescribed  by 
the  Board. 

“Report”  means  notice  submitted  to 
the  Pay  Board  or  its  delegate,  relating  to 
a  pay  adjustment  put  into  effect,  on  forms 
and  pursuant  to  instructions  prescribed 
by  the  Board. 

Subpart  B — Category  I  Pay 
Adjustments 

§  202.10  Prenotification  and  reporting 
requirements. 

(a)  General  rule.  Except  as  provided 
in  paragraph  (b)  of  this  section,  a  Cate¬ 
gory  I  pay  adjustment  shall  not  be  put 
into  effect  imless  prenotification  of 
such  proposed  pay  adjustment  has  been 
submitted  to  the  Pay  Board  and  the  Pay 
Board  has  approved  such  proposed  pay 
adjustment.  Generally,  prenotification 


shall  be  submitted  not  less  than  60  days 
prior  to  the  effective  date  of  such  pro¬ 
posed  pay  adjustment,  or  as  soon  there¬ 
after  as  the  amount  and  timing  of  such 
proposed  pay  adjustment  have  been 
determined. 

(b)  Special  rules — (1)  State  and  local 
governments.  Prenotification  of  a  Cate¬ 
gory  I  pay  adjustment  which  applies  to 
or  affects  the  employees  of  a  State  or 
local  government  and  which  does  not 
exceed  the  general  wage  and  salary 
standard  need  not  be  submitted  to  the 
Pay  Board.  A  report  of  such  a  pay  ad¬ 
justment  shall  be  made  to  the  Pay 
Board  within  10  days  after  the  pay 
adjustment  is  put  into  effect,  unless 
the  employer  has  certified  to  the 
Pay  Board  at  the  beginning  of  the 
fiscal  year  in  which  the  pay  adjustment 
is  effective,  and  each  6  months  there¬ 
after,  that  all  pay  adjustments  made  by 
the  employer  are  not  in  excess  of  the 
general  wage  and  salary  standard  for 
the  appropriate  control  year. 

(2)  Existing  contracts  and  pay  prac¬ 
tices  previously  set  forth.  Category  I 
pay  adjustments  made  pursuant  to  the 
terms  of  employment  contracts  and  pay 
practices  previously  set  forth  which  ex¬ 
isted  prior  to  November  14, 1971,  are  sub¬ 
ject  to  the  prenotification  requirements 
of  §  201.14  of  this  chapter  and  may  be 
implemented  only  in  accordance  with  the 
procedures  prescribed  therein.  Except  as 
provided  in  9  201.14,  such  Category  I 
pay  adjustments  may  be  put  into  effect 
without  prior  approval  of  the  Pay  Board. 

(3)  Retroactivity.  A  Category  I  pay 
adjmtment  which  is  within  the  provi¬ 
sions  of  9  201.13,  9  201.15,  or  9  201.18  of 
this  chapter  is  subject  to  the  prenotifica¬ 
tion  and  reporting  requirements  of  the 
applicable  section  and  may  be  imple¬ 
mented  only  in  accordance  with  the  pro¬ 
cedures  prescribed  therein. 

(4)  Construction  contracts.  A  Cate¬ 
gory  I  pay  adjustment  which  applies  to 
or  affects  employees  who  are  engaged  in 
construction  and  which  is  determined 
pursuant  to  a  collective  bargaining 
agreement  shall  not  be  put  into  effect 
unless  prenotification  of  such  proposed 
pay  adjustment  has  been  submltt^  to 
the  Construction  Industry  Stabilization 
Committee  and  the  Construction  Indus¬ 
try  Stabilization  Committee  has  ap¬ 
proved  such  proposed  pay  adjustment. 

(5)  Executive  and  variable  compensa¬ 
tion.  A  Category  I  pay  adjustment  which 
is  within  the  provisions  of  Subpart  D  of 
Part  201  of  this  chapter  is  subject  to  the 
prenotification  and  reporting  require¬ 
ments  of  such  subpart  and  may  be  imple¬ 
mented  only  in  accordance  with  the 
procedures  prescribed  therein.  An  appli¬ 
cation  for  an  exception  to  the  provisions 
of  such  subpart  shall  be  submitted  to  the 
Pay  Board  in  accordance  with  the  pro¬ 
cedures  set  forth  in  Part  205  of  this 
chapter. 

(6)  Individual  increases.  Prenotifica¬ 
tion  of  proposed  Category  I  pay  adjust¬ 
ments  affecting  individual  employees 
within  an  appropriate  employee  unit 
during  a  control  year  (e.g.,  through 
operation  of  a  merit  plan,  whether  or 
not  “qualified”  imder  9  201.11(a)(5)  of 
this  chapter,  which  provides  for  indi¬ 
vidual  increases  on  a  random  or  variable 
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timing  basis)  shall  be  submitted  to  the 
Pay  Board — 

(1)  with  respect  to  such  pay  adjust¬ 
ments  during  the  first  half  of  such  con¬ 
trol  year,  not  less  than  60  days  prior  to 
the  beginning  of  such  control  year,  or  as 
soon  thereafter  as  the  amount  and  tim¬ 
ing  of  such  proposed  pay  adjustments 
have  been  determined,  and 

(ii)  with  respect  to  such  pay  adjust¬ 
ments  during  the  second  hsdf  of  such 
control  year,  not  less  than  60  days  prior 
to  the  midpoint  of  such  control  year,  or 
as  soon  thereafter  as  the  amount  and 
timing  of  such  proposed  pay  adjust¬ 
ments  have  been  determined. 

(c)  Monitoring  and  spot  checks.  Cate¬ 
gory  I  pay  adjustments  shall  be  subject 
to  monitoring  and  spot  checks  after 
being  put  into  effect. 

Subpart  C — Category  1i  Pay 
Adjustments 

§  202.20  Prenotification  and  reporting 
requirements. 

(a)  General  rule.  Except  as  provided 
in  paragraph  (b)  of  this  section,  a  Cate¬ 
gory  n  pay  adjustment  which  does  not 
exceed  the  general  wage  and  salary 
standard,  or  which  is  subject  to  the  pro¬ 
visions  of  §  201.14  of  this  chapter  (i.e., 
pursuant  to  the  terms  of  an  emploimient 
contract  or  pay  practice  previously  set 
forth  which  existed  prior  to  November  14, 
1971),  or  which  is  within  the  provisions 
of  S  201.11(a)  (3),  (4),  or  (5)  of  this 
chapter  may  be  put  into  effect  without 
prior  approval  of  the  Pay  Board.  Except 
as  provided  in  paragraph  (b)  of  this 
section,  a  report  of  such  a  Category  n 
pay  adjustment  shall  be  made  to  the  Pay 
Board  within  10  days  after  the  pay  ad¬ 
justment  is  put  into  effect. 

(b)  Special  rules — (1)  State  and  local 
governments.  A  Category  n  pay  adjust¬ 
ment  which  applies  to  or  affects  the  em¬ 
ployees  of  a  State  or  local  government 
and  which  does  not  exceed  the  general 
wage  and  salary  standard  need  not  be 
reported  to  the  Pay  Board,  provided  that 
the  employer  has  certified  to  the  Pay 
Board,  at  the  beginning  of  the  fiscal 
year  in  which  the  pay  adjustment  is  ef¬ 
fective.  and  each  6  months  thereafter, 
that  all  pay  adjustments  made  by  the 
employer  are  not  in  excess  of  the 
general  wage  and  salary  standard  for  the 
appropriate  control  year. 

(2)  Existing  contracts  and  pay  prac¬ 
tices  previously  set  forth.  Category  II  pay 
adjustments  made  pmsuant  to  the  terms 
of  employment  contracts  and  pay  prac¬ 
tices  previously  set  forth  which  existed 
prior  to  November  14,  1971  are  subject 
to  the  prenotification  and  reporting  re¬ 
quirements  of  §  201.14  of  this  chapter 
and  may  be  implemented  only  in  accord¬ 
ance  with  the  procedures  prescribed 
therein.  Except  as  provided  in  §  201.14 
all  such  pay  adjustments  may  be  put 
into  effect  without  prior  approval  of  the 
Pay  Board. 

(3)  Retroactivity.  A  Category  II  pay 
adjustment  which  is  within  the  provi¬ 
sions  of  §  201.13,  S  201.15.  or  {  201.18  of 
this  chapter  is  subject  to  the  prenotifi¬ 
cation  and  reporting  requirements  of  the 
applicable  section  and  may  be  imple- 
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mented  only  in  accordance  with  the  pro¬ 
cedures  prescribed  therein. 

(4)  Nonunion  construction.  Certain 
Category  n  pay  adjiistments  which  apply 
to  or  affect  employees  engaged  in  con¬ 
struction  and  which  are  not  determined 
pursuant  to  collective  bargaining  agree¬ 
ments  are  subject  to  the  provisions  of 
Subpart  E  of  Part  201  of  this  chapter. 
Such  pay  adjustments  are  subject  to  the 
reporting  requirements  of  such  subpart 
and  may  be  implemented  only  in  ac¬ 
cordance  with  the  procedures  prescribed 
therein. 

(5)  Executive  and  variable  compen¬ 
sation.  A  Category  II  pay  adjustment 
which  is  within  the  provisions  of  Sub¬ 
part  D  of  Part  201  of  this  chapter  is 
subject  to  the  prenotification  and  report¬ 
ing  requirements  of  such  subpart  and 
may  be  implemented  only  in  accordance 
with  the  procedures  prescribed  therein. 
An  application  for  an  exception  to  the 
provisions  of  such  subpart  shall  be  sub¬ 
mitted  to  the  Pay  Board  in  accordance 
with  the  procedures  set  forth  in  Part  205 
of  this  chapter. 

(6)  Individual  increases.  Category  II 
pay  adjustments  which  do  not  require 
prior  approval  and  which  affect  individ¬ 
ual  employees  within  an  appropriate 
employee  unit  during  a  control  year  (e.g., 
through  operation  of  a  merit  plan, 
whether  or  not  “qualified”  tmder  §  201.11 
(a)(5)  of  this  chapter,  which  provides 
for  individual  increases  on  a  random  or 
variable  timing  basis)  shall  be  reported  to 
the  Pay  Board  as  follows — 

(i)  A  report  of  all  pay  adjustments 
anticipated,  budgeted,  or  otherwise 
planned  for  in  the  unit  during  the  con¬ 
trol  year  shall  be  submitted  to  the  Pay 
Board  within  10  days  after  the  first  pay 
adjustment  in  the  unit  during  the  control 
year  has  been  put  into  effect.  If  such 
pay  adjustments  are  made  pursuant  to 
a  qualified  merit  plan  for  which  an  ex¬ 
ception  is  claimed  pursuant  to  S  201.11 
(a)  (5),  such  report  shall  include  a  certi¬ 
fication  that  such  qualified  merit  plan 
satisfies  the  requirements  of  such  section. 

(ii)  A  report  of  all  pay  adjustments 
previously  put  into  effect  in  the  unit  dur¬ 
ing  the  control  year,  as  well  as  pay 
adjustments  anticipated,  budgeted,  or 
otherwise  planned  for  in  the  unit  during 
the  remainder  of  the  control  year,  shall 
be  submitted  to  the  Pay  Board  within  10 
days  after  the  midpoint  of  such  control 
year. 

(iii)  A  report  of  all  pay  adjustments 
put  into  effect  in  the  unit  dming  the 
control  year  shall  be  submitted  to  the 
Pay  Board  within  10  days  after  the  close 
of  such  control  year. 

(7)  Catch-up.  A  report  of  a  Category 
II  pay  adjustment  with  respect  to  which 
a  catch-up  exception  is  claimed  under 
the  provisions  of  $  201.11(a)  (3)  of  this 
chapter  shall  include  a  certification  that 
the  conditions  of  such  section  are 
satisfied. 

(c)  Prior  approval.  A  Category  II  pay 
adjustment  which  exceeds  the  general 
wage  and  salary  standard,  is  not  within 
the  provisions  of  5  201.11(a)  (3),  (4),  or 
(5)  or  S  201.14  of  this  chapter,  and  is 
not  otherwise  permissible  under  the  pro¬ 


visions  of  this  chapter,  shall  not  be  put 
into  effect  without  prior  approval  of  the 
Pay  Board.  An  application  for  approval 
of  such  a  proposed  Category  n  pay  ad¬ 
justment  shall  be  submitted  to  the  Pay 
Board  in  accordance  with  the  procedures 
set  forth  in  Part  205  of  this  chapter. 

(d)  Monitoring  and  spot  checks.  Cat¬ 
egory  II  pay  adjustments  shall  be  sub¬ 
ject  to  monitoring  and  spot  checks  after 
being  put  into  effect. 

Subpart  D — Category  III  Pay 
Adjustments 

§  202.30  Prenotidralion  and  reporliiig 
reiiuirenients. 

(a)  General  rule.  Except  as  provided 
in  paragraph  (b)  of  this  section,  a  Cate¬ 
gory  III  pay  adjustment  which  does  not 
exceed  the  general  wage  and  salary 
standard,  or  which  is  subject  to  the  pro¬ 
visions  of  S  201.14  of  this  chapter  (i.e., 
pursuant  to  the  terms  of  an  employment 
contract  or  pay  practice  previously  set 
forth  which  existed  prior  to  Novem¬ 
ber  14,  1971),  or  which  is  within  the 
provisions  of  S  201.11(a)  (3).  (4),  or  (5) 
of  this  chapter  may  be  put  into  effect 
without  prior  approval  of  the  Pay  Board. 
Except  as  provided  in  paragrraph  (b)  of 
this  section,  such  a  Category  m  pay  ad¬ 
justment  is  not  required  to  be  prenoti¬ 
fied  or  reported  to  the  Pay  Board. 

(b)  Special  rules — (1)  Catch-up.  A 
report  of  a  Category  m  pay  adjustment 
with  respect  to  which  a  catch-up  ex¬ 
ception  is  claimed  under  the  provisions 
of  1201.11(a)(3)  of  this  chapter  shall 
be  made  to  the  appropriate  district  di¬ 
rector  of  Internal  Revenue  within  20 
days  after  the  pay  adjustment  is  put 
into  effect.  Such  report  shall  Include  a 
certification  tiiat  the  conditions  of 
$  201.11(a)  (3)  are  satisfied. 

(2)  Retroactivity.  A  Category  ni  pay 
adjustment  which  is  within  the  provi¬ 
sions  of  S  201.13,  201.15,  or  201.18  of  this 
chapter  is  subject  to  the  prenotification 
and  reporting  requirements  of  the  ap¬ 
plicable  section  and  may  be  imple¬ 
mented  only  in  accordance  with  the 
procedures  prescribed  therein. 

(3)  Nonunion  construction.  Certain 
Category  HI  pay  adjustments  which  ap¬ 
ply  to  or  affect  employees  engaged  in 
construction  and  which  are  not  deter¬ 
mined  pursuant  to  collective  bargaining 
agreements  are  subject  to  the  provisions 
of  Subpart  E  of  Part  201  of  this  chap¬ 
ter.  Such  pay  adjustments  are  subject 
to  the  reporting  requirements  of  such 
subpart  and  may  be  implemented  only 
in  accordance  with  the  procedures  pre¬ 
scribed  therein. 

(4)  Executive  and  variable  compen¬ 
sation.  A  Category  IH  pa.v  adjustment 
which  is  within  the  provisions  of  Sub¬ 
part  D  of  Part  201  of  this  chapter  is 
subject  to  the  prenotification  and  re¬ 
porting  requirements  of  such  subpart 
and  may  be  implemented  only  in  accord¬ 
ance  with  the  procedures  prescribed 
therein.  An  application  for  an  exception 
to  the  provisions  of  such  subpart  shall 
be  submitted  to  the  Pay  Board  in  ac¬ 
cordance  with  the  procedures  set  forth 
in  Part  205  of  this  chapter. 
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(5)  Qualified  merit  plans.  A  report  of 
a  Category  in  pay  adjustment  imder 
a  qualified  merit  plan  with  respect  to 
which  an  exception  is  claimed  pursuant 
to  §  201.11(a)  (5)  of  this  chapter  shall 
be  made  to  the  appropriate  district  di¬ 
rector  of  Internal  Revenue  within  20 
days  after  the  first  increase  under  such 
a  plan  is  paid  to  an  employee  during  a 
control  year.  Such  report  shall  include 
a  certification  that  such  qualified  merit 
plan  satisfies  the  requirements  of 
§  201.11(a)(5). 

(6)  Cost  of  living  allowance  adjust¬ 
ments.  A  report  of  a  Category  III  pay 


adjustment  put  into  effect  in  accordance 
with  the  method  of  calculation  set  forth 
at  §  201.11(a)  (4)  of  this  chapter  shall 
be  made  to  the  appropriate  district  di¬ 
rector  of  Internal  Revenue  within  20 
days  after  such  pay  adjustment  is  put 
into  effect. 

(c)  Prior  approval.  A  Category  in 
pay  adjustment  which  exceeds  the  gen¬ 
eral  wage  and  salary  standard,  is  not 
within  the  provisions  of  §  201.11(a)  (3), 
(4),  or  (5)  or  $201.14  of  this  chapter, 
and  is  not  otherwise  permissible  under 
the  provisions  of  this  chapter,  shall  not 


be  put  into  effect  without  prior  approval 
of  the  Pay  Board  or  its  delegate.  An  ap¬ 
plication  for  approval  of  such  a  pro¬ 
posed  Category  in  pay  adjustment  shall 
be  submitted  to  the  appropriate  district 
director  of  Internal  Revenue  in  accord¬ 
ance  with  the  procedures  set  forth  in 
Chapter  IV  of  this  title. 

(d)  Monitoring  and  spot  checks. 
Category  m  pay  adjustments  shall  be 
subject  to  monitoring  and  spot  checks 
after  being  put  into  effect. 

[PR  Doc.72-11172  Piled  7-17-72;  11 :40  am) 
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